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Background

The Office of the Comptroller of the Currency (OCC) was
established in 1863 as a bureau of the Department of the
Treasury. The OCC is headed by the Comptroller, who is
appointed by the President, with the advice and consent
of the Senate, for a five-year term.

The OCC regulates national banks by its power to:

. Examine the banks;

. Approve or deny applications for new charters,
branches, capital, or other changes in corporate or
banking structure;

. Take supervisory actions against banks that do not
conform to laws and regulations or that otherwise
engage in unsound banking practices, including
removal of officers, negotiation of agreements to
change existing banking practices, and issuance
of cease and desist orders; and

. Issue rules and regulations concerning banking
practices and governing bank lending and invest-
ment practices and corporate structure.

The OCC divides the United States into six geographical
districts, with each headed by a deputy comptroller.

The OCC is funded through assessments on the assets
of national banks, and federal branches and agencies.
Under the International Banking Act of 1978, the OCC
regulates federal branches and agencies of foreign
banks in the United States.
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The Comptroller

Julie L. Williams became acting Comptroller of the
Currency on April 6, 1998, succeeding Eugene A. Ludwig
whose term of office had ended. She had been chief
counsel since 1994 with responsibilities for all of the
agency’s legal activities. As the Comptroller’s top legal
advisor, Ms. Williams served as a member of the Execu-
tive Committee, providing advice and guidance on major
issues and actions. Ms. Williams joined the OCC in 1993
as deputy chief counsel, with responsibility for special
legislative and regulatory projects.

Before joining the OCC in 1993, Ms. Williams served in a
variety of positions at the Office of Thrift Supervision and
its predecessor agency, the Federal Home Loan Bank
Board. From 1991 to 1993, she was senior deputy chief
counsel, responsible for regulations and legislation, cor-
porate and securities law and general legal issues. She
previously served as deputy chief counsel for securities
and corporate analysis. In 1983 she joined the Bank
Board, after working as an attorney since 1975 with the
law firm of Fried, Frank, Harris, Shriver & Kampelman in
Washington, D.C.

Ms. Williams is the author of Savings Institutions: Merg-
ers, Acquisitions and Conversions (Law Journal Semi-
nars-Press, 1988) and has published numerous articles
on the regulation of depository institutions, financial
services, securities and corporate law matters. She was
awarded a B.A. from Goddard College, Plainfield, Ver-
mont, in 1971, and a J.D. in 1975 from Antioch School of
Law, Washington, D.C., where she was first in her class.

The Quarterly Journal is the journal of record for the most significant actions and policies of the Office of the Comptroller
of the Currency. It is published four times a year in March, June, September, and December. The Quarterly Journal
includes policy statements, decisions on banking structure, selected speeches and congressional testimony, material
released in the interpretive letters series, statistical data, and other information of interest to the administration of national
banks. Suggestions, comments, or questions on content may be sent to Rebecca W. Miller, Senior Writer-Editor,
Communications Division, Comptroller of the Currency, Washington, DC 20219-0001. Subscriptions are available for
$100 a year by writing to Publications—QdJ, Comptroller of the Currency, P.O. Box 70004, Chicago, IL 60673-0004. You
may now view the Quarterly Journal on the World Wide Web at http://www.occ.treas.gov.
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Condition and Performance of Commercial Banks

Commercial banks reported their sixth consecutive quar-
ter of record earnings in the second quarter of 1998. This
unprecedented run of record earnings, however, has
likely drawn to an end. First, several large banks have
already announced large write-offs for trading losses in
the third quarter because of deepening of the Asian and
Russian crises. Second, although most economists are
not forecasting a national recession in the coming year,
most forecasts now call for slower growth than previously
expected, with a higher risk of a recession. Given the
loosening of commercial credit standards over the last
four years, a slowdown in U.S. economic growth would
likely lead to an increase in problem loans and lower
bank earnings. The banking industry is facing this period
of possibly slower economic growth and economic un-
certainty from a position of generally strong financial
health, though there was some moderation in credit
quality and earnings growth over the last year.

Earnings Trends

Commercial banks earned a record $16.1 billion in the
second quarter of 1998 (see Figure 1). Industry earnings
increased 10 percent from the second quarter of 1997
and were 1 percent higher than in the first quarter of
1998. The annualized return on average assets (ROA) for
all commercial banks was 1.25 percent, virtually un-
changed from both the second quarter a year ago and
the first quarter of 1998. The industry’s annualized return
on average equity (ROE) was 14.72 percent, unchanged
from the second quarter a year ago, but down 30 basis
points from the first quarter.

Figure 1—Quarterly net income, 1993-1998
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National banks earnings increased 9 percent from the
second quarter of 1997 to $9.6 billion, but declined 4
percent from the first quarter. National banks experienced

year-ago and previous-quarter decreases in ROA and
ROE, to 1.29 percent and 14.80 percent, respectively (see
Figure 2). National banks out-performed state-chartered
banks on an ROA and ROE basis, in the second quarter,
but the difference in performance narrowed considerably.
National banks earned a higher ROE than state-chartered
banks in all but one quarter since 1993.

Figure 2—Quarterly return on equity, 1993-1998

Percent

20

National banks 118

1 16

1 14

10

123412 341234123412 34123414
1993 1994 1995 1996 1997 1998

Source: Integrated Banking Information System

The ROE for the largest and smallest commercial banks
declined from the second quarter of 1997 (see Figure 3).
For banks with assets over $10 billion, ROE declined 48
basis points to 15.25 percent, and banks with assets
under $100 million saw a 50 basis point decline to 11.27
percent. However, ROE increased compared with the
first quarter for both these size groups.

Figure 3—Quarterly return on equity by
size of bank, 1997 and 1998
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There were large differences in the profitability by region
for banks with assets under $100 million (see Figure 4).
Small bank profitability was considerably lagging in the
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Figure 4—Quarterly return on equity by region,
for second quarter 1997 and 1998
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Northeast and Southeast, the only regions where ROE
was under 10 percent in the second quarter of 1998.
Small banks in the West earned the highest average
ROE, and the West was the only region where small
banks showed an increase in ROE from a year ago.

Although industry earnings generally remained strong in
the second quarter, some banks experienced slippage.
Sixty-nine percent of all banks earned an ROA over 1
percent in the second quarter, while 72 percent of all
banks did so a year ago. Fifty-nine percent of all banks
registered year-to-year earnings gains in the second
quarter, down from 65 percent of the industry a year ago.
Also, the share of banks reporting second quarter losses
increased to 4.9 percent from 4.2 percent a year ago.

On the revenue side of the income statement, noninterest
income continued to grow faster than net interest in-
come. Noninterest income in the second quarter was 21
percent higher than a year ago, while net interest income
was 5 percent higher. Consequently, the share of indus-
try revenues from noninterest income rose to 40 percent
in the second quarter, compared with 37 percent a year
ago (see Figure 5).

Figure 5—Noninterest income to net operating
revenue, 1993-1998
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Trading revenue was the fastest growing component of
noninterest income, increasing 27 percent over the last
year. However, trading revenue accounted for only 8
percent of noninterest income for the industry as a whole,
with banks over $10 billion in assets accounting for 97
percent of total trading revenue. The share of total
noninterest income from fiduciary activities held steady
at 15 percent, while the contribution from service charges
on deposits declined to 16 percent from 18 percent a
year ago.

Net interest income increased modestly even though
earning assets grew by 8 percent over the last year,
consistent with declining net interest margins. Net inter-
est income to assets in the second quarter declined by
16 basis points over the last year to 3.53 percent.

Interest rate movements and changes in banks’ balance
sheet composition have both contributed to this decline
in average net interest margins. First, as shown in Figure
6, the spread between interest rates on earning assets
(represented by the five-year Treasury note rate) and
interest rates on deposits (represented by the one-month
CD rate) narrowed over the last year as the yield curve
has flattened. Second, since credit card loans have
higher interest rates than other types of loans, as banks
securitize more of their credit card loans they lower their
average net interest margin. Over the last year, credit
card loans held on-balance-sheet decreased 4 percent,
while credit card loans securitized and sold off-balance-
sheet increased 42 percent. Third, over the last year
interest-bearing deposits increased 8 percent, while
noninterest-bearing deposits grew just 3 percent. This
greater dependence on interest-bearing deposits also
lowers banks’ average net interest margin.

Figure 6—Representative interest rates on
earning assets and deposits, 1988-1998
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Owing to the drop in interest rates over the last year,
realized gains on securities nearly doubled from a year
ago to $575 million. However, realized securities gains
had a relatively minor impact on industry earnings,
adding only 4 basis points before taxes to the industry



ROA of 1.25 in the quarter. Also, only 110 banks, or
slightly more than 1 percent of the industry, took securi-
ties gains that added more than 25 basis points before
taxes to their second quarter ROA.

On the cost side of income statement, provisioning for
loan and lease losses increased by $235 million, or 5
percent, from a year earlier to $5.3 billion (see Figure 7).
The increase was entirely accounted for by provisioning
attributable to international operations, which increased to
$474 million from $239 million. Provisioning was a 41 basis
point drag (before taxes) on ROA, compared with 43 basis
points a year ago. Provisions exceeded net charge-offs to
loans and leases in each of the last four quarters, resulting
in a 3 percent increase in the reserve for losses. Because
reserves increased less than loans, however, the loss-
reserve-to-loans ratio declined to 1.82 percent, compared
with 1.90 percent a year ago and 1.83 percent in the first
quarter. For the industry as a whole, the ratio of loss
reserves to loans is now at its lowest level since the first
quarter of 1987. Note, however, that because of the low
level of noncurrent loans, the loss-reserve-to-noncurrent-
loans ratio is at a record high of 194 percent.

Figure 7—Provision for loan and lease losses
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Provisioning had the largest impact on earnings of banks
concentrated in credit card lending. Sixty-three credit
card banks'—which held 64 percent of credit card loans
but only 4 percent of total banking assets—accounted
for 39 percent of total industry provisions in the second
quarter. For these institutions, provisioning represented a
434 basis point pre-tax reduction on second quarter
ROA, compared to a 26 basis point reduction for all other
banks. Credit card banks, however, continued to earn a
higher ROA than the rest of the industry—2.75 percent
versus 1.19 percent, respectively—because of their higher
net interest margins and noninterest income rates.

" Credit card banks defined here as those institutions whose
credit card loans constitute at least 50 percent of their loans, and
total loans are at least 50 percent of their assets.

Credit Quality Trends

Aggregate call report measures of credit quality contin-
ued to signal that credit quality conditions generally
remained favorable for the industry as a whole. Total
noncurrent loans (90 days past due and nonaccrual)
were $505 million higher than in the second quarter a
year ago, but decreased by $413 million from the first
quarter to $29.1 billion. The noncurrent loan ratio de-
clined to 0.94 percent from 1.0 percent a year earlier and
0.98 percent in the first quarter. Net charge-offs of loans
and leases increased 12 percent from the second quar-
ter of 1998 to $4.9 billion. The net charge-off rate for loan
and leases was 0.64 percent, up 2 basis points from a
year ago, and unchanged from the first quarter.

These aggregate measures of industry credit quality,
however, mask negative credit quality developments for
particular loan types and sectors of the banking industry.

The net charge-off rate for credit card loans hit a record
5.65 percent in the second quarter, an increase of 43
basis points from a year ago, and 25 basis points from
the first quarter. Although the delinquency rate for credit
cards declined for the second consecutive quarter to
4.53 percent, it remained historically high and 12 basis
points above the level of a year ago. These problems are
primarily localized in large credit card issuers and banks
that concentrate in credit card lending. The 63 credit
card banks identified earlier, along with the 14 other
banks with at least $1 billion in outstanding credit cards,
account for 89 percent of credit card charge-offs and 90
percent of delinquencies.

Noncurrent commercial and industrial (C&l) loans in-
creased by $120 million in the second quarter to $8.0
billion, and were $817 million above their level one year
ago. However, the noncurrent ratio for C&l loans de-
clined 2 basis points (see Figure 8), owing to a combina-
tion of strong C&l loan growth and a 12 percent increase
in charge-offs of C&l loans.

Figure 8—Noncurrent loan ratios by loan type,
1993-1998
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The increase in noncurrent C&l loans over the last year is
particularly noteworthy because, for more than two years,
bank regulators have warned that surveys indicated an
easing of terms and weakening of underwriting stan-
dards on loans, especially commercial loans. The 1998
OCC Underwriting Survey,? showed that examiners at 69
percent of the surveyed banks—compared with 59 per-
cent in 1997—reported eased underwriting standards for
one or more types of commercial loans. This trend was
most pronounced in national, middle market, and com-
mercial real estate lending. The weakening of underwrit-
ing standards for commercial loans is of particular
concern because C&l loans and commercial and con-
struction real estate loans have been the fastest growing
categories of loans over the last two years. Also, com-
mercial loans are generally larger on average, and thus
put more capital at risk, than other types of loans.

The increase in noncurrent C&I loans in the second
quarter was entirely attributable to loans to non-U.S.
addressees, a direct impact of the Asian crisis on U.S.
banks. The noncurrent ratio for C&l loans to non-U.S.
addressees rose 8 basis points in the second quarter to
1.31 percent. One year ago, the noncurrent rate for these
loans was just 0.7 percent. Commercial and industrial
loans to non-U.S. addressees make up 17 percent of total
C&l loans, but accounted for 23 percent of noncurrent C&l
loans. Slightly less than 200 banks have C&l loans to non-
U.S. addressees. Of those banks, 20 have an exposure in
excess of their equity capital, and another 30 have an
exposure between 100 and 25 percent of equity capital.

On-Balance-Sheet and
Off-Balance-Sheet Activity

As has been the case for over two years, commercial
loans continued to be the fastest growing part of banks’
loan portfolios in the second quarter. C&l loans grew at a
15 percent annualized rate in the second quarter, and
commercial and construction real estate grew at a 6
percent annualized rate. By contrast, loans to individuals
and 1-4 family residential real estate loans grew at 4
percent and 2 percent annualized rates, respectively.
Over the last year, C&l loans rose 13 percent, commer-
cial and construction loans increased 8 percent, loans to
individuals decreased 2 percent, and 1-4 family residen-
tial real estate loans grew 7 percent.

The accelerating growth in commercial lending has been
an important source of revenues for banks over the last
two years. However, there are some indications that this
growth may slow. A recent Federal Reserve Board survey
of 57 large banks found that overall demand for business

2The survey of examiners at the 77 largest national banks was
conducted during the second quarter of 1998.
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credit has begun to slow over the last three months.® More
than 20 percent of the banks surveyed said that business
loan demand had fallen in the past three months. Banks
reporting weaker demand outnumbered those reporting
stronger demand almost two to one, and this was the first
time since early 1996 that more banks reported weaker
demand than reported stronger demand. Bankers attrib-
uted the weakness to decreased business investment in
plant and equipment, lessened merger and acquisition
activity, and greater reliance on nonbank lenders.

Despite the over two-year shift towards commercial
lending, commercial loans are still a smaller proportion of
banks’ loan portfolios today than just prior to the last
economic downturn in 1990 (see Figure 9). The C&l loan
share increased to 27 percent from 25 percent over the
last two years, but is still 2 percentage points less than in
the second quarter of 1990. Construction and commer-
cial real estate loans currently account for 14 percent of
total bank loans, compared with 17 percent in 1990.
Residential loans, however, have been an increasing
share of banks’ portfolios throughout the current expan-
sion, and today account for 24 percent of total loans.

Figure 9—Portfolio share by loan type,
for second quarter 1990, 1996, and 1998

Percent of total loans
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Increased securitization of credit card loans is partly
responsible for the decreased on-balance-sheet expo-
sure to loans to individuals. Credit card loans securitized
and sold off-balance-sheet increased to $239 billion in
the second quarter, and exceed on-balance-sheet credit
card loans for the first time ever. Also, the growth of credit
card securitizations has accelerated. Securitized credit
cards grew 42 percent over the last four quarters,
compared with 20 percent over the previous four quar-
ters. Unused credit card commitments have also been

8 August 1998 Senior Loan Officer Opinion Survey on Bank
Lending Practices, Board of Governors of the Federal Reserve
System. The sample is selected from among the largest banks in
each Federal Reserve District.



growing at an accelerating pace over the last two years.
Consequently, unused credit card commitments are now
almost nine times credit card loans, compared with six
times loans two years ago.

Banks also continue to increase their use of off-balance-
sheet derivatives. The notional amount of derivatives at
commercial banks grew 21 percent over the last year,
and increased by 8 percent in the second quarter to
$28.2 trillion.* Eight years ago, the notional value of
derivatives at commercial banks was $6.5 trillion. Cur-
rently, interest rate contracts account for 71 percent of
total derivatives held by banks, compared with 26 per-
cent for foreign exchange contracts, and 2 percent for
equity, commodity, and other contracts.

Holdings of off-balance-sheet derivatives continue to be
concentrated in the largest banks. Eight institutions
account for 95 percent of all derivatives held by banks,
with 99 percent held by the 25 largest holders. In total,
461 banks held derivatives as of the second quarter, nine
more than in the first quarter. The preponderance of
derivatives held for trading activities, including both
customer transactions and proprietary positions, is con-
centrated in the 25 largest holders of derivatives. Smaller
banks, on the other hand, tend to limit their use of
derivatives to risk management purposes.

While the banking industry’s business mix has changed
and off-balance-sheet activity has increased, the bank-
ing industry is also substantially better capitalized than
eight years ago. The equity capital ratio for the industry
has increased to 8.6 percent from 6.4 percent in the
second quarter of 1990. Currently, 78 percent of all
banks have an equity capital ratio greater than 8 percent.
In the second quarter of 1990, just 54 percent of the
banking industry had a capital ratio greater than 8
percent. Both large and small banks have increased their
capital ratios, with the capitalization of the largest banks
showing the most improvement. Currently, over half of the
banks with assets over $10 billion have an equity capital
ratio in excess of 8 percent, compared with just 2 percent
of the largest banks eight years ago, and 32 percent two
years ago (see Figure 10).

National Bank Supervisory Ratings

The analysis of earnings, credit quality, and on- and off-
balance-sheet activity above shows that even with record
industry earnings in each of the last six quarters, there
has been some slippage in bank performance and
condition over the last year. This is also reflected in

4 Notional amounts are helpful in measuring the level and trend of
derivative activity, but are not a good indicator of risk exposure.

Figure 10—Banks with equity capital ratio
over 8 percent by size of bank, for second
quarter 1990, 1996, and 1998

Percent of commercial banks
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changes in the distribution of composite CAMELS ratings
for national banks over the last year.® As of the second
quarter of 1998, 42 percent of all national banks were
1-rated (the best possible rating), down from 44 percent
a year ago (see Figure 11). There was movement into
both the 2-rated and 3-, 4-, and 5- rated categories. The
share of national banks 2-rated rose from 52 percent to
53 percent, and the share of national banks with a rating
of 3, 4, or 5 increased from 3 percent to 4 percent. Note,
however, that national banks are generally in much better
financial health today than eight years ago. As of the
second quarter of 1980, only 16 percent of national
banks were 1-rated and 22 percent had a composite
CAMELS rating of 3, 4, or 5.

Figure 11—National banks by composite
CAMELS rating, for second quarter
1990, 1997, and 1998

Percent of national banks
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5 The Uniform Financial Institutions Rating System rates six com-
ponents of a bank’s performance: capital, asset quality, manage-
ment, earnings, liquidity, and sensitivity to market risk (CAMELS) in
a combined composite rating. The sixth component—sensitivity to
market risk—was added in 1997.
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Conclusions

The commercial banking industry’s unprecedented run
of six consecutive quarters of record earnings is likely at
an end. The economic crises in Asia and Russia led to
third quarter trading losses for several large banks, and
increases the risk that the crisis will spread to Latin
America and have an even more adverse effect on the
U.S. economy. While a recession in the United States
may still not be imminent, most forecasts are now calling
for slower growth in 1999 than previously expected, with
a higher risk of a recession. Slower economic growth and
increased economic uncertainty would probably cut into
banks’ net interest income because of weaker loan

6 Quarterly Journal, Vol. 17, No. 3, September 1998

demand, and could likely lead to higher provisioning for
loan losses because of deteriorating credit quality. The
loosening of commercial credit standards over the last
four years particularly heightens concerns over deterio-
ration in credit quality.

U.S. banks are facing this period of possibly slower
economic growth and increased uncertainty in generally
strong financial health. Earnings, credit quality, and
capitalization are all stronger going into this period of
economic uncertainty than prior to the last recession.
Over the last year, however, there has been some
slippage in earnings growth and credit quality.






Key indicators, FDIC-insured national banks
Annual 1994-1997, year-to-date through June 30, 1998, second quarter 1997, and second quarter 1998

(Dollar figures in millions)

Preliminary Preliminary
1994 1995 1996 1997 | 1998YTD 1997Q2 1998Q2
Number of institutions reporting .. ......... 3,075 2,858 2,726 2,597 2,546 2,657 2,546
Total employees (FTEs) ................. 851,311 840,699 850,737 912,463 952,354 886,291 952,354
Selected Income Data ($)
Netincome .......... ... ... ... ....... $26,803 $28,583 $30,497 $35,784 $19,558 $8,784 $9,581
Net interest income . .................... 83,958 87,080 94,564 106,641 54,533 25,941 27,615
Provision for loan losses .. ............... 5,500 6,335 9,598 13,064 7,044 3,179 3,725
Noninterest income . .................... 45,906 51,080 56,100 65,429 37,682 15,508 19,274
Noninterest expense .. .................. 83,941 87,591 93,690 104,681 56,408 24,813 28,459
Net operating income . .................. 27,027 28,540 30,096 34,995 18,335 8,630 9,296
Cash dividends declared ................ 17,669 20,516 25,279 28,572 11,528 6,058 3,855
Net charge-offs to loan and lease reserve .. 5,994 6,459 9,968 12,661 6,813 2,979 3,485
Selected Condition Data ($)
Totalassets . ......... ... ... ... ... .. 2,256,008 2,401,017 2,528,057 2,893,908 | 2,978,601 | 2,688,361 2,978,601
Total loans and leases .................. 1,382,855 1,522,677 1,641,464 1,840,485 | 1,923,469 | 1,746,937 1,923,469
Reserve forlosses ..................... 30,990 31,142 31,992 34,864 36,340 34,021 36,340
Securities . ... 414,264 390,549 380,615 452,119 474,122 408,280 474,122
Other real estate owned ................. 5,709 3,396 2,761 2,112 1,982 2,449 1,982
Noncurrent loans and leases . ............ 17,852 17,595 17,223 17,877 17,776 17,211 17,776
Total deposits ... ... .. 1,630,171 1,695,817 1,801,043 2,004,867 | 2,035,448 | 1,879,289 2,035,448
Domestic deposits . .................... 1,350,658 1,406,312 1,525,565 1,685,316 | 1,708,326 | 1,580,898 1,708,326
Equity capital . ....... ... ... ... .. L 172,655 189,714 207,167 244,967 263,687 232,656 263,687
Off-balance-sheet derivatives . .. .......... 7,670,283 7,914,818 7,488,663 8,704,481 | 9,815,132 | 7,900,454 9,815,132
Performance Ratios (annualized %)
Returnonequity ........... ... ..... ... 15.99 15.76 15.28 15.00 15.35 15.26 14.80
Returnonassets ....................... 1.24 1.24 1.25 1.29 1.32 1.32 1.29
Net interest income to assets ............. 3.87 3.78 3.88 3.83 3.69 3.88 3.71
Loss provisiontoassets . ................ 0.25 0.27 0.39 0.47 0.48 0.48 0.50
Net operating income to assets ........... 1.25 1.24 1.24 1.26 1.24 1.29 1.25
Noninterest income to assets .. ........... 212 2.22 2.30 2.35 2.55 2.32 2.59
Noninterest expense to assets . ........... 3.87 3.80 3.85 3.76 3.82 3.72 3.82
Loss provision to loans and leases ........ 0.42 0.44 0.61 0.73 0.75 0.74 0.78
Net charge-offs to loans and leases . ...... 0.46 0.45 0.63 0.71 0.72 0.69 0.73
Loss provision to net charge-offs . ......... 91.75 98.09 96.29 103.18 103.36 106.72 106.90
Performance Ratios (%)
Percent of institutions unprofitable ......... 4.13 3.32 4.77 4.85 4.83 4.25 5.34
Percent of institutions with earnings gains .. 52.59 66.83 67.83 68.04 63.59 63.87 59.70
Noninterest income to net
operatingrevenue ................... 35.35 36.97 37.24 38.02 40.86 37.41 41.11
Noninterest expense to net
operatingrevenue ................... 64.64 63.40 62.18 60.84 61.17 59.86 60.70
Condition Ratios (%)
Nonperforming assets to assets . ......... 1.05 0.88 0.80 0.70 0.67 0.74 0.67
Noncurrent loans to loans . .............. 1.29 1.16 1.05 0.97 0.92 0.99 0.92
Loss reserve to noncurrent loans . ......... 173.59 176.99 185.75 195.02 204.43 197.67 204.43
Lossreservetoloans ................... 2.24 2.05 1.95 1.89 1.89 1.95 1.89
Equity capital to assets . ................ 7.65 7.90 8.19 8.46 8.85 8.65 8.85
Leverageratio ........... ... .. ... ..... 7.39 7.31 7.40 7.42 7.50 7.61 7.50
Risk-based capital ratio ................. 12.47 12.09 11.97 11.87 11.92 12.08 11.92
Net loans and leases to assets ........... 59.92 62.12 63.66 62.39 63.36 63.72 63.36
Securitiestoassets ... ... 18.36 16.27 15.06 15.62 15.92 15.19 15.92
Appreciation in securities (% of par) ....... -3.84 0.86 0.50 1.1 0.99 0.51 0.99
Residential mortgage assets to assets ... .. 20.43 20.13 19.81 20.10 20.44 19.91 20.44
Total deposits to assets . ................ 72.26 70.63 71.24 69.28 68.34 69.90 68.34
Core depositstoassets . ................ 55.16 53.28 54.08 51.59 50.80 52.64 50.80
Volatile liabilities to assets . .............. 29.90 30.29 29.83 31.42 31.55 30.84 31.55
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Loan performance, FDIC-insured national banks

Annual 1994-1997, year-to-date through June 30, 1998, second quarter 1997, and second quarter 1998

(Dollar figures in millions)

Preliminary Preliminary
1994 1995 1996 1997 | 1998YTD 1997Q2 1998Q2
Percent of Loans Past Due 30-89 Days
Total loans and leases .................. 1.14 1.26 1.39 1.32 1.12 1.21 1.12
Loans secured by real estate (RE) ........ 1.28 1.38 1.45 1.39 1.14 1.21 1.14
1-4 family residential mortgages ... ... ... 1.28 1.44 1.63 1.65 1.36 1.50 1.36
Home equity loans . ................... 0.87 1.19 1.04 0.93 0.78 0.86 0.78
Multifamily residential mortgages ........ 1.45 1.15 1.28 1.33 0.80 0.79 0.80
Commercial REloans ................. 1.26 1.26 1.25 0.95 0.80 0.82 0.80
Construction RE loans . ................ 1.67 1.42 1.63 1.63 1.33 117 1.33
Commercial and industrial loans* . ........ 0.76 0.77 0.89 0.76 0.72 0.81 0.72
Loans to individuals .................... 1.77 2.16 2.46 2.52 2.20 2.20 2.20
Creditcards ......................... 2.08 2.35 2.70 2.75 2.43 2.40 2.43
Installmentloans ..................... 1.59 2.04 2.26 2.34 2.02 2.04 2.02
All other loans and leases . .............. 0.34 0.40 0.41 0.46 0.40 0.43 0.40
Percent of Loans Noncurrent
Total loans and leases .................. 1.29 1.16 1.05 0.97 0.92 0.99 0.92
Loans secured by real estate (RE) ........ 1.83 1.46 1.27 1.07 1.00 1.12 1.00
1-4 family residential mortgages . ........ 0.96 0.90 1.10 1.01 0.92 0.99 0.92
Home equity loans .. .................. 0.56 0.52 0.47 0.43 0.41 0.41 0.41
Multifamily residential mortgages .. ...... 3.19 2.21 1.47 1.01 0.87 1.14 0.87
Commercial REloans ................. 2.81 2.18 1.71 1.27 1.16 1.46 1.16
Construction RE loans . ................ 4.93 3.17 1.31 1.00 1.00 0.99 1.00
Commercial and industrial loans* . ........ 1.04 1.06 0.87 0.78 0.84 0.88 0.84
Loans to individuals . ................... 1.01 1.18 1.34 1.49 1.36 1.30 1.36
Creditcards ......................... 1.09 1.34 1.70 2.03 1.77 1.73 1.77
Installmentloans ..................... 0.97 1.06 1.04 1.04 1.04 0.97 1.04
All other loans and leases . .............. 0.47 0.32 0.25 0.27 0.28 0.28 0.28
Percent of Loans Charged-Off, Net
Total loans and leases .................. 0.46 0.45 0.63 0.71 0.72 0.69 0.73
Loans secured by real estate (RE) ........ 0.29 0.13 0.09 0.06 0.04 0.05 0.03
1-4 family residential mortgages . ........ 0.14 0.10 0.08 0.08 0.06 0.10 0.06
Home equity loans .................... 0.25 0.23 0.24 0.18 0.18 0.19 0.15
Multifamily residential mortgages ... ... .. 0.39 0.20 0.09 0.01 0.03 -0.07 0.09
Commercial REloans ................. 0.47 0.18 0.02 -0.01 -0.05 -0.03 -0.08
Construction RE loans . ................ 0.82 -0.01 0.16 -0.10 -0.01 -0.10 -0.02
Commercial and industrial loans* . ........ 0.16 0.10 0.22 0.27 0.27 0.21 0.32
Loans to individuals . ................... 1.49 1.80 2.45 2.86 3.11 2.85 3.15
Creditcards ......................... 3.06 3.40 4.25 4.95 5.56 514 5.82
Installment loans . .................... 0.59 0.76 1.04 1.20 1.19 1.06 1.12
All other loans and leases . .............. -0.15 -0.14 0.17 0.15 0.19 0.09 0.21
Loans Outstanding ($)
Total loans and leases .................. $1,382,855 $1,622,677 $1,641,464 $1,840,485 | $1,923,469 | $1,746,937 $1,923,469
Loans secured by real estate (RE) ........ 562,005 610,405 646,570 725,287 742,042 693,489 742,042
1-4 family residential mortgages ... ...... 282,000 317,621 329,031 363,327 373,928 349,323 373,928
Home equity loans .................... 46,044 48,836 55,022 67,670 66,922 62,318 66,922
Multifamily residential mortgages . ....... 17,081 18,161 20,480 23,346 23,543 22,366 23,543
Commercial REloans ................. 151,514 157,638 170,359 190,072 190,752 181,330 190,752
Construction RE loans . ................ 33,571 34,736 38,839 47,388 51,936 44,093 51,936
Farmland loans ...................... 8,310 8,734 9,046 10,177 10,570 9,617 10,570
RE loans from foreign offices . ........... 23,484 24,779 23,794 23,306 24,392 24,442 24,392
Commercial and industrial loans .. ........ 370,094 405,630 425,148 508,564 552,144 465,262 552,144
Loans to individuals . ................... 291,799 320,009 356,067 371,516 365,339 364,204 365,339
Creditcards ......................... 111,109 131,228 161,104 168,257 159,452 160,053 159,452
Installment loans . .................... 180,690 188,781 194,963 203,258 205,888 204,151 205,888
All other loans and leases . .............. 162,135 189,490 216,194 237,330 266,084 226,615 266,084
Less: Unearned income .............. 3,178 2,857 2,515 2,212 2,141 2,634 2,141

* Includes “All other loans” for institutions under $1 billion in asset size.
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Key indicators, FDIC-insured national banks by asset size
Second quarter 1997 and second quarter 1998

(Dollar figures in millions)

Less than $100M $100M to $1B $1B to $10B Greater than $10B
1997Q2 1998Q2 1997Q2 1998Q2 1997Q2 1998Q2 1997Q2 1998Q2

Number of institutions reporting .. ... ... 1,428 1,329 1,036 1,030 151 147 42 40
Total employees (FTEs) .............. 37,788 33,485 | 115,441 113,237 | 161,410 160,337 571,652 645,295
Selected Income Data ($)
Netincome ........................ $223 $211 $933 $899 $1,491 $1,726 $6,137 $6,745
Net interest income . ................. 763 699 2,911 2,815 5,291 5,254 16,975 18,847
Provision for loan losses .. ............ 42 36 220 192 1,285 1,285 1,632 2,213
Noninterest income .................. 378 398 1,224 1,203 2,855 3,953 11,052 13,721
Noninterest expense .. ............... 781 768 2,537 2,500 4,533 5,210 16,962 19,980
Net operating income . ............... 223 209 927 890 1,479 1,700 6,001 6,496
Cash dividends declared ............. 106 143 506 452 1,017 1,128 4,429 2,133
Net charge-offs to loan and lease reserve 24 26 185 174 1,015 1,299 1,754 1,986
Selected Condition Data ($)
Totalassets . ............ .. ... .. ... 70,595 65,899 | 267,731 270,371 | 488,853 482,286 | 1,861,181 2,160,046
Total loans and leases . .............. 40,451 38,136 | 163,712 164,093 | 324,352 313,150 | 1,218,422 1,408,091
Reserve forlosses .................. 545 513 2,564 2,412 7,749 7,987 23,164 25,429
Securities ... 20,933 17,864 72,064 71,382 90,413 89,737 224,870 295,140
Other real estate owned .. ............ 100 85 274 236 317 205 1,757 1,456
Noncurrent loans and leases .......... 468 414 1,477 1,380 3,378 3,124 11,888 12,858
Total deposits . ............... . 60,553 56,402 | 217,708 220,196 | 330,497 315,617 | 1,270,531 1,443,233
Domestic deposits . ................. 60,553 56,402 | 217,293 219,676 | 323,646 